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SUBJECT: IDB LOAN TO BNDE 

1 . BNDE HAS APPLIED TO IDB FOR A DOES. 40 MILLION CREDIT 

TO BE USED FOR R El .ENDING FOR PROJECTS IN THE PETRO- CHEMICAL 
SECTOR. 

2. IN KEEPING WITH ITS PRACTICE ON LOANS WHICH INVOLVE 
POTENTIAL ECONOMIC POLICY PROBLEMS, IDB MANAGEMENT RECENTLY 
ASKED THE BOARD OF DIRECTORS FOR GUIDANCE ON CERTAIN 
TECHNICAL ASPECTS OF THE LOAN. SPECIFICALLY, BNDE HAD 
REQUESTED THAT IT BE EXEMPT FROM WHAT WE UNDERSTAND TO BE 
THE NORMAL IDB PRACTICE WHEREBY THERE WAS A CEILING ON THE 
AMOUNT OF IDB MONEY WHICH COULD BE RELENT TO ANY PARTICULAR 
PROJECT, AND ANOTHER CEILING ON THE OVERALL SIZE OF A SUB- 
PROJECT TO WHICH IDB FUNDS COULD BE APPLIED. IDB MANAGE- 
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MENT INDICATED THAT IT WOULD BE GUIDED BY THE BOARD' S VIEWS 
IN DESIGNING THE LOAN WHICH WOULD THEN COME BANK TO THE 
BOARD EOR A FINAL DETERMINATION. THE U. S. EXECUTIVE 
DIRECTOR INDICATED AT THAT TIME THAT THE USG SUPPORTS THE 
NORMAL PRACTICE OE IMPOSING SUCH CEILINGS IN CREDITS LIKE 
THIS ONE, ON THE GROUNDS THAT PROJECTS INVOLVING SUMS 
GREATER THAN THE PROPOSED DOES. 5 MTU .TON CETLING COULD BE 
HANDLED AS DTRECT IDB LOANS TO THE END USER, RATHER THAN 
BETNG EUNNELED THROUGH THE BNDE. USED MADE CLEAR AT THAT 
TTME THAT WE CONSIDER THIS A MATTER OE SOUND BANKING POLICY, 
AND THAT NO POLITICAL CONCERNS WERE IN ANY WAY INVOLVED. 

3. BNDE MEANWHILE INEORMED THE BANK THAT IT INTENDS TO 
WITHDRAW ITS APPLICATION IP THE IDB IMPOSES CEILINGS AS 
DESCRIBED ABOVE. WE CONTINUE TO BELIEVE THAT THE IDB' S 
CUSTOMARY PRACTICE OP IMPOSING CEILINGS IS FINANCIALLY 
SOUND. WE HAVE EXPLAINED THIS POSITION CAREPULLY TO OTHER 
EDS AT THE BANK, TAKING CARE TO REITERATE THAT OUR POSI- 
TION IS BASED ON PINANCIAL CONSIDERATIONS AND THAT SOUND 
PROJECTS FOR BRAZIL IN GENERAL, OR THE BNDE OR OTHER END 
USERS IN BRAZIL, WOULD STILL RECEIVE OUR PULL SUPPORT. 

4. THE DIRECTORS' DISCUSSIONS WERE INCONCLUSIVE AND THE 
BANK IS WORKING ON THE FORMAL LOAN DOCUMENT EOR THE PRO- 
JECT. WE DO NOT YET KNOW HOW THE LOAN DOCUMENT WILL DEAL 
WITH THE CEILINGS ISSUE. 

5. POREGOING IS EOR EMBASSY' S BACKGROUND ONLY, IN CASE 
THE ISSUE IS RAISED BY BRAZILIAN OPPICIALS. ROGERS 
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